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HQE03H52
600 Hidden Ridge
Irving, TEXAS 75038

Phone 972 718-2415
Fax 972 718~0936
chuck.carrathers@verizon.com

February 1, 2008

Arizona Corporation Commission
Docket Control
1200 w. Washington Street
Phoenix, AZ 85007-2927

Docket No. RT-00000H-97-0137
Docket No. T-00000D-00-0672

Dear Sirs:

Enclosed for filing are the original and thirteen copies of the Reply Comments of Verizon
California, Verizon Business Services, Verizon Long Distance, and Verizon Wireless
(collectively, "Verizon"). These reply comments are filed in accord with the Commission's
Procedural Order dated November 29, 2007, and have been mailed to the parties on the
service list.

Thank you.

Sincerely,
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1. I

BEFORE THE ARIZONA CORPORATION COMMISSION

DOCKET NO. RT-00000H-97-0137

DOCKET NO. T-00000D-00-0-72

IN THE MATTER OF THE REVIEW AND )
POSSIBLE REVISION OF ARIZONA )
UNIVERSAL SERVICE FUND RULES, )
ARTICLE 12 OF THE ARIZONA )
ADMINSTRATIVE CODE. )

)
>
)
)
)
)
)
)

IN THE MATTER OF THE
INVESTIGATION OF THE COST OF
TELECOMMUNICATIONS ACCESS.

VERIZON'S REPLY COMMENTS

Verizon California,  Verizon Business Services,  Verizon Long Distance, and

Verizon Wireless (collectively, "Verizon") file these Reply Comments in accord with the

Commission's Procedural Order dated November 29, 2007.

1. Access Charges Must Be Reduced

Most parties agree with Verizon that access charges must be reduced. AT&T, for

example, explains that access reform is "long overdue" and that current access charges in

Arizona "are fundamentally inconsistent with today's telecommunications 1andscape."1

Time Warner Telecom echoes this point, and proposes that phased-in access reductions

begin this year.2 Qwest also supports access reductions, and both Qwest and AT&T

recognize that the intrastate Carrier Common Line (CCL) charge should be eliminated, as

1 AT&T Comments  a t 1.

2 Time Warner Telecom Comments  a t 2.
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the  FCC ha s  done  with the  inte rs ta te  CCL cha rge Fina lly, ALECA a nd RUCO a ls o

propose  that the  Commission investigate  opportunities to reduce access charges.4

The  only pa rtie s  tha t do not be lieve  intra s ta te  access  cha rges  should be  re formed

are the "J oint Ca rrie rs ," groupa o f three CLECs (Esche lon, Mounta in

Te le communica tions , a nd Ele ctric Lightwa ve ). The  J oint Ca rrie rs  do not provide  a ny

s upport for the ir pos ition, ins te a d, the y s imply s ta te  tha t the  Commis s ion s hould not

inves tiga te CLEC access  charges .5 There  is  no principled basis  for excusing CLECs from

access  cha rge  re form. As  e xpla ine d in Ve rizon's  Initia l Comme nts , the  Commis s ion

should re quire  a ll ca rrie rs  -- including CLECs  -- to se t the ir intra s ta te  a cce ss  cha rge s  a t

Qwe s t's  curre nt le ve ls , which the  Commis s ion ha s  a lre a dy found to be  re a s ona ble .

Inde e d, nume rous  s ta te s  a nd the  Fe de ra l Communica tions  Commis s ion ha ve  a lre a dy

a d o p te d  CLE C a c c e s s  c h a rg e  c a p s  th a t a re  b e n c h ma rke d  to  th e  ILE C ra te .6

F in a lly,  ~Ve riz o n  a g re e s  in  p rin c ip le  with  Time  W a te r Te le c o m th a t th e

Commis s ion ne e d not unde rta ke  a  compre he ns ive  ra te  proce e ding to re form a cce s s

7 . . . .
charges. Unde r Ve rlzon's  proposa l, come rs  could incre a se  ra te s  of othe r se wlce s  only

to the  extent necessary to offse t access  reductions , therefore , no carrie r would experience

a  revenue  increase . Given tha t today's  ra te s  and cha rges  sa tis fy the  "fa ir va lue" s tandard

in the  Arizona  Cons titution, a  s imple  re ba la ncing of the se  ra te s  due  to the  compe titive

environment a lso would sa tis fy this  s tandard.

3 Qwest Comments  a t Ex. B, page 3, AT&T Comments  a t 15.

4 ALECA comments  a t 1-2, RUCO Comments  a t 1-2.

5 Joint Carriers ' Comments  a t 3-4.

6 Verizon's  Comments  a t 4 n. 7.

7 Time Wamer Telecom Comments  a t 5-6.
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2. The  AUSF Should  Not Be  Inc reas ed

As  Ve rizon e xpla ine d in its  Initia l Comme nts , the  ba s ic s tructure  a nd s ize  of the

curre nt AUS F should re ma in uncha nge d. The re  is  no e vide nce  tha t the  curre nt fund is

not me e ting its  goa ls  or tha t the  fund should be  incre a se d. Inde e d, the  FCC re ports  tha t

the  pe ne tra tion ra te  for te le phone  se rvice  in Arizona  is  94.2%, which is  a lmos t e qua l to

the  na tiona l ave rage  of 94.6%.8 And the  Arizona  pe ne tra tion ra te  ha s increased 5.4%

since  1983, well exceeding the  national average of a  3.2% increase .9

ALECA, however, proposes  tha t ca rrie rs ' intra s ta te  access  cha rges  be  reduced to

inte rs ta te  leve ls , and tha t the  diffe rence  in revenues  be  made  up through increases  to the

AUSF. This  approach dese rves  no se rious  cons ide ra tion. Firs t, it would increase  the  s ize

of the  fund by se ve ra l hundre d pe rce nt (a t le a s t),l0 de spite  the  a bse nce  of a ny showing

tha t the  current fnumd is  not mee ting the  Commission's  goa ls . Second, ALECA's  proposa l

would a llow ALECA's  me mbe rs  to  e xport the ir cos ts  to  othe rs  via  the  AUS F, which

would unde rmine , ra the r tha n promote , compe tition. As  the  FCC ha s  obs e rve d ,

e conomica lly e ffic ie n t compe tition  a nd  the  cons ume r be ne fits  it yie lds  ca nnot be

achieved a s  long a s  ca rrie rs  seek to recove r a  disproportiona te  sha re  of the ir cos ts  from

othe r ca rrie rs , ra the r tha n from the ir own e nd use rs .u Ra the r tha n "blow up" the  AUS F

8 FCC Wireline Competition Bureau, "Telephone Subs cribers hip in the United S ta tes " a t page 8, Table 2
(June 2007) (based on data  through March 2007).
9 L i

10 According to Solid's website, the size of the current AUSF is about $800,000
__ _ Based on Verizon's confidential

calculations, reducing all carriers' charges to Qwest's levels would significantly increase the fund size and
the resulting end-user charge.

11See generally Access Charge Reform; Price Cap Performance Review for Local Exchange Carriers;
Low-Volume Long Distance Users; Federal-State Joint Board on Universal Service, Sixth Report and
Order in CC Docket Nos. 96-262 and 94-1, Report and Order in CC Docket No. 99-249, Eleventh Report
and Order in CC Docket No. 96-45, 15 FCC Rcd 12962 (May 3 l, 2000)("CALLS Order")..

(http://www.so1ixinc.com/source/Solix CurrentProgran1s  1435.asp).
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a s  ALECA propose s , a cce ss  re ductions  should be  offse t through incre a se s  in ra te s  for

othe r se rvices , a s  Verizon proposed in its  Initia l Comments . Qwest and AT&T a lso agree

tha t a cce s s  re duc tions  s hou ld  be  re cove re d , a t le a s t in  la rge  pa rt,  th rough  ra te

. 12
re ba la nc ing .

3. Qwest's Broadband Proposal Should Not Be Considered Here

Qwest agree s  with Ve rizon tha t the  AUSF should be  re s tricted to supporting only

. . . 13 . . . . . .
ba s lc voice  s e rvice , but Qwe s t's  in itia l comme nts  go  on  to  d ls cus s  a  "ublqultous

broa dba nd rollout s tra te gy" tha t Qwe s t ha s  propose d to the  FCC." This  proposa l ha s  no

pla ce  in this  docke t. In fa ct, unde r Qwe s t's  propos a l, the  FCC llrs t mus t e s ta blis h a

broa dba nd compe titive  bidding s che me  a nd the n de le ga te  a uthority to  the  s ta te s  to

adminis te r and manage  this  scheme.15 The  FCC has  not adopted Qwest's  proposa l, and

therefore  any discussion of it here  is  premature .

* * *

Aga in, Verizon apprecia te s  the  opportunity to pa rticipa te  in this  docke t and urges

the  Commiss ion to move  forward promptly with the  access  re form approach Verizon has

outline d.

12 Qwest Comments at Ex. B, page 3, AT&T Comments at 11.

13 Qwest Comments at 1.

1414_ at 2-3 .

15ld.
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S e rvic e  Lis t

Scott Wakefield, Chief Counsel
Residential Utility Consumer Office
11 10 West Washington, Suite 220
Phoenix, AZ 85007
swad<eHeld@azruco.gov*

Joan S. Burke
Osborn Maledon, PA
2929 North Central Avenue, Suite 2100
Phoenix, AZ 85012
jburke@omlaw.co1n*
Attorneys for Time Warner Telecom

Norm Curtright
Qwest Corporation
20 East Thomas Road, 16"' Floor
Phoenix, Arizona 85012

Lyndell Cripps
Vice President, Regulatory
Time  Wate r Te lcom
845 Camino Sur
Palm Springs, CA 92262
Lvndall.Nipps@twtelecom.com*

Reed Peterson
Qwest Corporation
20 East Thomas Road
16"' Floor
Phoenix, Arizona 85012

Dennis  D. Ahlers
Associate General Counsel
Eschelon Telecom, Inc .
730 Second Avenue, Suite 900
Minneapolis , MN 55402
ddahlers@eschelon.com

Michael W. Patten
Roshka DeWulf & Patten, PLC
One Arizona Center
Phoenix, AZ 85004
mpatten@rdp-law.com* Dennis  D. Ahlers

Associate General Counsel
Integra Telecom, Inc.
730 Second Avenue, Suite 900
Minneapolis , MN 55402
ddahlers@eschelon.com

Jeffrey Crockett
Bradley S. Carroll
Snell & Wilmer, LLP
One Arizona Center
Phoenix, Arizona 85004
Attorneys  for ALECA
jcrocket@swlaw.com*
bcarroll@swlaw.com*

Thomas Campbell
Micha e l He lle r
Lewis and Roca LLP
40 North Central
Phoenix, Arizona 85004
tcamvbell@lrlaw.com*
mhallam@lrlaw.com*
Attorneys  for Verizon

Michael M. Grant
Gallaher 8 Kennedy
2575 East Camelback Road
Phoenix, AZ 85016
mmg@gknet.com*
Attorneys  for AT&T Charles H. Carrathers, 111

General Counsel, South Central Region
Verizon, Inc.
HQE03H52
600 Hidden Ridge
Irving, Texas 750 15-2092
chuck.carrathers@verizon.com*

Dan Foley
Gregory Castle
AT&T Nevada
645 E. Plumb Lane, B132
PO Box 11010
Reno, NV 89520
dan.f0lev@att.com*
gel83 l@att.com*

Arizona Dialtone, Inc .
Thomas W. Bade, President
717 W. Oakland St.
Chandler, Arizona 85226
To1nbade@arizonadia1tone.com*
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OrbitCom , Inc.
Bra d Va nLeur, P res ident
1701 N. Louis e  Ave .
S ioux Fa lls , S D 57107
bvan1eur@s vtv.com

Arizoa n P a yphone  As s ocia tion
C/O Ga ry J os eph
Sha renet Communica tions
4633 Wes t Polk S treet
P hoenix, Arizona  85043
ga ryj@ na tiona lbra nds .corn*

Na tha n Gla zie r
Regiona l Ma na ger
Allte l Com m uncia tions , Inc.
4805 E. This tle  La nding Dr.
P hoenix, Arizona  85044
Na tha n.gla zie r@ a llte l.com*

Mark A. DiNunzio
Cox Arizona Telkom, LLC
1550 West Deer Valley Road
MS DV3-16, Bldg C
Phoenix, AZ 85027
mark.dinunzio@cox.com*

Mr. Christopher Kempley, Chief Counsel
Legal Division
ARIZONA CORPORATION COMMISSION
1200 West Washington Street
Phoenix, Arizona 85007

Mr. Ernest Johnson, Director
Utilities  Divis ion
ARIZONA CORPORATION COMMISSION
1200 West Washington Street
Phoenix, Arizona 85007

ARIZO NA REP O RTING  S ERVICE,  INC.
2200 North Centra l Avenue , S uite  502
P hoenix, Arizona  85004-1481
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